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Dear Sir or Madam:

Ade have considered your application o, fecognition of exemption from
Federal income vax under the provisions of section 501(c)13) of the
Internal Revenue Code of 198€ and its applicable Income Tax
Regulations, Based on the avallable information, we have determined
that you do not qualify for the Yeasons set forth on Enclosure [,

Consideration wag given ro whether you qualify for exemption under
other subsections of saction 501! (c) of the Code. However, we have
concluded thatr you do not qualify under another subsection,

‘- Your organization has not establishad axemption from Federal income
tax, {t will be Necessary for you to file an annual income tax return
on Form 1041 {f YOou are a Trusc, or Form 1120 ¢ You are a carporation
Or an unincorporatad association, Contributiona to you are not
deductible under section 170 of the Code,

You agreed to this action by signing Foerm 6018 dated December 20,

2002; however, YOU may ruconsider your position during a 30-day period
starting on the date of this letter, ‘

You have the right to protest this proposed determination if you |
believe it {s incorrect. To Protest, you should submit a written
appeal giving the facts, law and other information Lo support your
position as explained in the enclosed Publication B892, "Exempt
Organizacions Appeal Procedures for Unagreed Issues.” The appeal must
be submitted within 230 days from the date of this letter and muast be
signed by one of your principal officers. vYou may request a hearing
with a member of the cffiza of the Regional Director of Appeals when
you file your appeal. If a hearing g tequested, you will pe
contacted to arrange a date for jr, The hearing may; be held at the
Regional Office or, if you tequest, at any mutually convenient
District Office. If you are to be tépresented by someone who is not
one of ycur principal officers, he or she must file a proper power of
attorney and otherwise qualify under our Conference and Practice
Requirements as set forth in Section €01.502 of the Statement of
Procedural Rules. See Treasury Deporiment Circular No. 230,
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under the Nonprofit Public .
 The purpose of your organization is the

2 Your activities, as stated in Form l~023, huc'hiq;:_}hc following:
(1) To sponsor advertisements and “modia c?eﬁlé in order to promote the purpose of the
" organization, T

(2) To solicit volunteers for its fundraising aciivi&ics which will be done by targeted
mailings, telephone calls, and advertisements,

(3) To collect funds for NSRRGSR o is currently imprisoned and facing
uppeal.

The budgets submitied with your application indicate that, after payment of a small amount of
fund-raising costs and administrative expenses, all of the monies you receive would be used to
pay costs of (NNSRSNENED 1cgal appeal, including attorey fees, filing fees, and travel expenses.

I ﬁW‘

Section 501(c)(3) of the Code provides, in pant, for the exemption from Federal Income Tax
organization organized and operated for charitable, religious or educational purposes, no part of
the net earnings of which inures to the benefit of any privata shareholder or individual.

Section 1.501(a)-1(c) of the Income Tax Regulations that the words “private shareholder or
individual” mean an individual having a personal and private interest in the activities of the
organization,

1.501(c)(3)-1(b) of the Regulations states that an organization must satisfy an organizational test
in order to be recognized as exempt under Code section 501(¢)(3). This test is satisfied by
having necessary provisions in its articles of organization that limit its purposes and powers to
those described in this Code section and ensure that assets are permanently dedicated to exempt

purposes.
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. In Americen Campaign Academy V. Commissioner, 92 T.C. 1053(1989), the Tax Court was
called to decide whether benefits to third parties, who were not members of the petitioner, would
prevent the pettioner from being recognized as an exempt organization within the meaning of
section 501(c)(3) of the Code. As it primary activity, the Academy operated a school to train
individuals for carcers as political campaign professivnals, The Tax Court found that the
Academy conducted its educational activities within the partisan objectives of benefiting
Republican candidates and entities.  The Tax Court concluded that the Academy operated to
confer a substantial private benefit on Republican entities and candidates, The Court states that
the requirements that the petitioner not be operated for the benefit of private intercsts is
applicable notwithstanding the service's concession that no portion of the petitioner's net
curnings inured to the benefit of private shareholders or individuals. Also important to the
rulings was that prohibited private interest includes those of unrelated third parties, The count
held that the petitioner's activities benefited private interests more than incidentally and that his
substantial nonexempt purpose was ground for revocation of the Academy’s exemption.

APPLICATION OF LAW;

Section 501(c)(3) of the Code sets forth two main tests for qualification for exempt status, An
organization must be both organized and operated exclusively for purposes described in section
501(c)(3). You have not satisfied either test.

You do not meet the organizational test under section 501(c)(3) of the Code because your
Articles of Incorporation do not contain the types of provisions described in section 1.501(c)(3)-
1(b) of the Regulations. ~

You do not satisfy the operational test, because your only activity is to collect funds for the legal
fees and costs of a specifically designated individual. . Your organization’s activities are thus
conducted in furtherance of private interests.

Your organization is using the assets of the organization to further the private interest of a
‘designated individual. This constitutes a substantial nonexempt purpose that, in accordance with
the courts’ rulings in the aforementioned cases, will preclude tax exemption under 501(¢)(3) of

B " the Code. As noted in the American Campaign Academy decision, the fact that the person




